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Over the last 30 years, China’s rapid economic development shaped its role as an 
important player on the international arena. However, the dynamics of its economic growth 
didn’t happen without costs in terms of environmental impact and damage. As the most populous 
country and the second largest economy in the world, China faces three major problems that 
threaten the government’s aim for sustainable development: food, energy and natural resources 
security. In order to address this challenges China has to find means to continue this rate of high 
growth in spite of the recent global financial crisis, to annihilate destabilizing social tensions 
such as growing income inequality, different living standards in rural and urban areas and try to 
alleviate industrial environmental pollution and energy poverty.   
This paper studies China’s environmental policies, evolution and enforcement efficiency 
with a focus on China’s energy sector. In order to sustain a rapid economic growth, China needs 
energy to fuel its huge manufacturing industry. Since China’s only abundant resource is coal and 
its industrial reliance on this highly polluting resource is substantial, the government has tried to 
implement new policies, enforce the existing ones and strengthen economic and political ties 
with countries that can help China in its quest for reaching energy security.  
The study analyzes China’s economic and environmental policies up to date and the way 
they influenced the current status of China’s environmental damage and how it managed to reach 
trans-boundary proportions. The argument is that the government cannot continue on this growth 
path where attracting foreign direct investment and enlarge the economy draws the attention 
away from other pressing issues that affect its own population and resources.  
With the current Five Year Plan, the government understands the urgency of an action 
plan that covers all aspects of environmental damage (air, water, land, human health) and shows 
a deep concern regarding the future of economic development without a clean environment that 
can sustain it. 
The thesis also examines China’s efforts to address CO2 emissions mitigation, since 
China and the United States are the largest emitters in the world. Through international 

















successor treaty that will benefit both developed and developing countries. 
 In recent years, China has shown its interest in reaching consensus regarding the climate 
change mitigation, but it needs international support and participation from all the countries 
involved. 
This research will show that there are methods to sustain a rapid economic growth while 
reducing the energy dependency on fossil fuels through substantial investments in the renewable 
energies sector and through a well planned substitution of high polluting resources reliance with 
oil and gas that have a lower environmental and human health impact. 
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The economy of the People’s Republic of China1 is booming. According to the United 
Nations Conference on Trade and Development (UNCTAD) World Investment Report 20102, 
China ranked second with $108 billion in global Foreign Direct Investments (FDI) inflows in 
2009, just behind the United States. Due to the government’s economic reform initiatives and its 
increasingly welcoming attitude towards foreigners, China’s economy has “averaged 9% growth 
per year over the past two decades.” 3 This level of growth couldn’t be achieved without 
deepening the environmental problems that China is facing. As a consequence, China has to 
address issues like: growing energy consumption, heavy reliance on coal, increasing air pollution, 
that are threatening China’s aim for a sustainable development.  
According to the World Bank estimates, the cost of the economic damage caused by 
pollution in China reached $117 billion in 2007. 4 The pattern of economic and environmental 
damage shows a huge increase in China’s emissions and reliance on fossil fuels for energy 
generation since in 2004 the cost of pollution was “$64 billion and got to $196 billion accounting 
for almost 4% of the GDP”.5 In By the end of the 20th century, China’s rapid economic growth 
had huge side-effects in terms of environmental degradation and contributing to its current status 
as the world’s second largest carbon dioxide emitter and energy consumer after the United States. 
Still according to the World Bank, 16 out of 20 most polluted cities in the world are in China. 6 
                                                        
1 Henceforth, the People’s Republic of China will be referred to as China. 
2 World Investment Report 2006, FDI from developing and transition economies: Implications for development, 
UNCTAD, 2006, retrieved on April 10, 2011 - http://www.unctad.org/en/docs/wir2006ch6_en.pdf  
3 China’s trade and growth: Impact on selected OECD countries, Trade Policy Working Paper  No. 44, OECD, 2006, 
retrieved on April 13, 2011 - http://www.oecd.org/dataoecd/0/28/42024340.pdf  
4 Conference paper – Cost of pollution in China: Economic estimates of physical damages, The World Bank, 2007, 
retrieved on March 22, 2011 - 
http://siteresources.worldbank.org/INTEAPREGTOPENVIRONMENT/Resources/China_Cost_of_Pollution.pdf  
5 Jonathan Watts, China counts £130 billion cost of economic growth in ecological damage, The Ecologist,  
December 29, 2010, retrieved on March 17, 2011 - 
http://www.theecologist.org/News/news_round_up/704093/china_counts_130bn_cost_of_economic_growth_in_eco
logical_damage.html  


















The many social, economic and environmental problems that China faces today, started 
before the country embarked on the road towards a new market economy. They aroused from a 
series of factors such as: overwhelming population, difficult access to clean water, insufficient 
arable surfaces and industrial base. These problems are not only affecting China’s environment 
but also the ecological situation of its neighbours and the rest of the world. Having an economy 
that it’s developing at such a quick pace and given the fact that within its territory is concentrated 
a fifth of the world’s population, China cannot ignore how its actions affects the world, due to 
the increasing global interdependency between nations.  
In this industrialized world, economic growth and environmental protection go hand in 
hand and China is starting to realize that. The environment has become a national interest 
because it affects the national security and China’s image throughout the world.  
“China’s extraordinary rate of economic development makes it a historically unique, 
grand-scale socioeconomic and ecological “experiment”. No one knows what the future holds, 
but there is no doubt that the experiment will have an unprecedented impact, not only on the 
country’s own environment and that of its neighbors, but on the world as a whole. Minimizing 
these adverse environmental impacts is a great challenge and will require the concerted efforts of 
decision makers, academics, non-governmental organizations, and the public worldwide.”7 
 
1.2 Problem Definition and Research Question 
 
1.2.1 Problem Definition 
China’s environmental policies are an increasing problem on the road to sustainable 
development. In order to achieve this goal, finding a balance between its economic growth, 
increasing population and use of natural resources seems to be the best option.  
In response to all the numbers that show China’s impact on the environment, starting 
with the late 1970s, the government began to implement a series of policies related to air and 
water pollution and waste disposal. Since then, these policies increased in number, but their 
                                                        
7 Jingyun Fang & Chia S Kiang, China’s environment: challenges and solutions, The Ecological Society of America, 
Sept 2006,  retrieved on March 11, 2011 - http://www.frontiersinecology.org/specialissue/ESA_Sept06_ONLINE-

















weak enforcement has become a major problem. To address that problem, the government has 
made major transformation to the environmental policies in order to pay the same emphasis on 
environmental protection and economic development.  
With the natural disaster and climate changes that occur more and more frequently in 
recent years, the world’s attention is on China, the biggest polluter after the United States.  
Since 1990, China made major strategic changes to its environmental policies, incorporating 
them in the national strategy for growth.  Social concepts such as “recycle based economy” and 
“resource saving society” have become major aspects of China’s environmental policies.  
Even though some progress has been made in the field of conventional pollutants, the 
emissions from factories, the amount of industrial and households wastewater are serious 
problems and are the ones that are drawing international reactions, since China is “the factory of 
the world.” 
At the 6th National Conference on Environmental Protection held in 2006, China’s 
Premier Wen Jiabao stressed the need to accelerate “three historical transformations”. 8  As 
specified above, the first transformation refers to the shift from an economy oriented 
development to finding a balance between economic growth and environmental protection. The 
second one refers to paying increased attention to the areas where environmental protection has 
been neglected due to seeking fast-paced development. The third one stressed the urgent need to 
change the system based on which the administrative measures are the only ones which support 
environmental protection. It has to become an integrated approach of social, economic, legal and 
administrative measures in order to tackle the environmental concerns. 
Although China was quick in taking a stand towards environmental protection, by 
passing the Environmental Protection Law in 1979, so far, the country’s first priority was the 
economic development as a result of economic reforms and the open-door policy. As China is 
rapidly becoming a major power, the world is carefully watching its every move waiting to see 
how China tackles the urgent need for qualitative transformations of its economic growth.  
China's weak enforcement of environmental laws has a huge impact to its natural 
resources, leading to their destruction well beyond its borders through far-reaching air pollution, 
degradation of trans-boundary waters, and depletion of forestry resources. U.S. demand for 
                                                        
8Hiroshi Matsuno, China’s environmental policy – its effectiveness and suggested approaches for Japanese 
Companies,  NRI Papers, No. 140,  March 1, 2009 -  

















cheap Chinese imports has also contributed to the resources scarcity, not only in China but in the 
United States as well. Coal fuels 70% of China's energy and is the main source of the country's 
domestic and trans-boundary air pollution. Even though major efforts have been made in order to 
promote energy efficiency and renewable energy, China will remain dependent upon coal for the 
time being.  
However, it can be stated that the problems that China faces today can’t be attributed to 
China alone. Companies from other countries that are doing business in China are also 
responsible for the current problems. As a consequence, China needs international support in the 
battle against climate change and consumption of resources.  
 
1.2.2 Research Question 
 “China is hungry – for land, food and energy”.9 These three major problems that China is 
facing at present, have determined its path without increased concern towards the environment 
and how its actions affect its neighbours through trans-boundary pollution and the rest of the 
world through the economic implications. 
Interestingly, the government is aware of its actions and is trying to set things right 
through measures that are not well enforced. Nonetheless, the relevance of its actions needs to be 
analysed in order to determine the prospects of its economic growth without affecting the 
international relations that China has with its business partners. 
Some issues for evaluating the relevance are: social economic and political aspects of 
climate change, the impact of foreign direct investment on the environment, China’s energy 
security challenges etc.  
 A consequence of insufficient enforcement and awareness of environmental protection 
policies in China is the cost of pollution and environmental change. 
However, being included in the category of developing countries, China’s cost of 
pollution is far less than it should be compared with its economic growth, surface and population. 
                                                        
9How China’s taking over Africa and why the west should be very worried, London Evening Standard, July 18, 2008, 
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